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SH/USPS-T5-1.  Please refer to your testimony on Docket No. R2010-4R, Sept. 
26, 2013, “Further Statement,” p. 8, Table 2, “Exigent Postal Service Losses, FY 
2008 – 2012.” 
 

 
 
Please confirm the table shows diversion was responsible for a loss of 2,055.2 
million pieces in 2011 and 1,911.6 million in 2012; that negative impacts (diversion, 
nominal price, other factors, and macro-economy & recession induced factors) 
totaled 6,893.9 million in 2011 and 5,681.4 million in 2012; and that diversion was 
therefore responsible for approximately 30 percent of these negative impacts in 
2011 and 34 percent in 2012. 
 
RESPONSE: 

Not confirmed. 

The figures 2,055.2 and 1,911.6 referenced here refer to the “pre-existing” 

diversion trends which were in operation prior to the start of the Great Recession. 

Included within the “recession induced factors,” then, were additional negative 

trends which began coincident with the Great Recession and which were, in my 

judgment, triggered by the Great Recession. 

The “Macro-Economy and Recession-Induced Factors” presented at page 

8 of my testimony in Docket No. R2010-4R were calculated within USPS-R2010-

4R/10 filed with that case. The spreadsheet ExigentImpact.xlsx within that folder 

decomposes the sub-factors which are combined within Table 2 of my testimony 

at columns D and W. 
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Per this spreadsheet, additional trends triggered by the Great Recession 

accounted for volume losses for First-Class Mail of 3,696.8 million pieces in FY 

2011 and 3,478.1 million pieces in FY 2012 (column W of sheet ‘Volume’ of 

ExigentImpact.xlsx, filed with USPS-R2010-4R/10, sum of individual First-Class 

Mail categories). Added to the pre-existing losses, the models filed in Docket No. 

R2010-4R (subsequently redesignated as Docket No. R2013-11) estimated 

First-Class Mail losses due to diversion trends of approximately 5,752.0 million 

pieces in FY 2011 and 5,389.7 million pieces in FY 2012. 
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SH/USPS-T5-2.  Please refer to your testimony for N2021-1, p. 21, the table 
entitled “Sources of Change in Mail Volumes since 2010.” 
 

 
 
Please confirm that the table shows that “diversion trends” were responsible for a 
loss of 4,438.7 million pieces in 2011 and 4,175.2 million in 2012; that negative 
impacts (diversion trends, postal prices, average delivery time, and other factors) 
totaled 6,611.5 million in 2011 and 5,668.4 million in 2012; and that diversion was 
therefore responsible for approximately 67 percent of total negative impacts in 
2011 and 74 percent in 2012. 
 
RESPONSE: 

Confirmed.  
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SH/USPS-T5-3.  Please explain why your calculations indicate that the percentage 
of volume losses due to diversion in 2011 and 2012, as presented in your testimony 
for N2021-1, are more than double the losses during these years as presented in 
your testimony for R2010-4R. 
 
RESPONSE: 

Per my response to SH/USPS-T-5-1, my testimony in Docket No. R2010-4R 

actually implied that diversion trends explained First-Class Mail volume losses of 

5,752.0 million pieces in FY 2011 and 5,389.7 million pieces in FY 2012, as 

compared to my more recent estimates of 4,438.7 million and 4,175.2 million, 

respectively. 

Hence, my most recent estimates are, in fact, smaller than the estimates 

from my testimony for Docket No. R2010-4R.  As to why they are smaller, the 

difference is that, in retrospect, some of the volume declines that were continuing 

into FY 2012 did eventually subside (further reinforcing my belief that these factors 

were properly attributed to the Great Recession). This has been recognized in my 

more recent econometric equations by introducing a series of step-down dummy 

variables starting in 2010, 2011, and 2012 (D2010Q2ON, D2011Q2ON, and 

D2012Q2ON) in the First-Class Single-Piece Letters equation (see my 

econometric output, out_ad.txt, filed as part of Library Reference USPS-LR-

N2021-1-5 in this case). The impact of these variables is reflected within the 

column labeled “Other Factors” at page 21 of my current testimony. 
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SH/USPS-T5-4.  Please refer to your testimony, p. 24, showing the table “First-
Class Mail volumes vs. Average Delivery Time, by Type of Mail: 2005 – 2020 
(annual).” 
 

 
 
Please confirm that during the period 2005-2020 the only year for which delivery 
time increased more than 2.9 percent over the previous year was 2015, when the 
increase was 14.6 percent, and that for the most part, as you state on page 20, 
lines 5-9, of your testimony, “average days to delivery have been relatively stable 
over this time period.” If not confirmed, please explain. 
 
RESPONSE: 

 Confirmed.  
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SH/USPS-T5-5.  Please discuss statistical challenges, such as those regarding 
confidence levels, and any other issues that may arise in making projections when 
there is only a single previous event (the 14.6 increase in delivery time in 2015) 
that is at all comparable to the event being analyzed (an increase in delivery time 
of 18 percent, the Postal Service’s projection under the proposed changes). 
 
RESPONSE: 

Statistical estimates are most robust within the historical range of the 

variables for the time period over which such estimates are made. 

Average days to delivery for First-Class Single-Piece Mail ranged from 1.70 

days (in 2009Q3-4 and 2010Q3-4) to 2.5 days (in 2015Q2 and 2020Q4) over the 

time period over which I estimated the First-Class Single-Piece equations 

presented in my testimony. This is a range of 47 percent. 

Average days to delivery for First-Class Workshare Mail ranged from 2.00 

days (2013Q4, 2014Q3-4) to 2.40 days (2011Q2, 2013Q1-2, 2015Q2, 2020Q4) 

over the time period over which I estimated the First-Class Workshare equations 

presented in my testimony. This is a range of 20 percent. 

The relative stability of the average days to delivery, on the other hand, is 

actually advantageous statistically. The greatest challenge in multi-variate 

regression analysis is to isolate the impact of one factor from the possible impact 

of other factors. This is most difficult if the explanatory variables are highly 

correlated with one another (so-called “multi-collinearity). If, for example, average 

days to delivery had a noticeable trend over time (either up or down), it would be 

difficult to isolate the impact of such a variable from the diversion trends already in 

the equation. But because average days to delivery have only changed 

significantly a small number of times over the time period which I evaluated, it is 
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easier to isolate and quantify the effect of delivery time on mail volumes 

independent of the other factors (e.g., diversion trends, the macro-economy, 

Postal prices) which have operated on mail volumes more regularly over the same 

time period. 
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SH/USPS-T5-6.  Please refer to your testimony, p. 37, lines 17-19, where you state 
that “the expected losses to First-Class Mail if average days to delivery increased 
by 18 percent would be 497.9 million pieces of mail, $241.4 million in gross 
revenue, and $105.6 million in lost contribution.” Please confirm that these 
estimates refer only to the first full year following implementation of the new 
standards and that your analysis did not encompass what volume, revenue and 
contribution impacts might occur in subsequent years. If your analysis did 
encompass these impacts, please provide the results. 
 
RESPONSE: 

The expected losses which I calculated and discuss at page 37 of my 

testimony would apply to the first full year after all lagged reactions to changes in 

average days to delivery have had time to take effect. If average days to delivery 

remain at this new elevated level, it would be expected that any volume which was 

lost due to this factor would remain lost, but no additional losses would be expected 

to accrue if average days to delivery subsequently remained constant. 

 

 


